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EXPOSURE DRAFT 
PROPOSED STATEMENT ON 
AUDITING STANDARDS 
COMMUNICATION OF MATTERS ABOUT 
INTERIM FINANCIAL INFORMATION FILED OR TO 
BE FILED WITH SPECIFIED REGULATORY AGENCIES 
JUNE 15, 1990 
Prepared by the AICPA Auditing Standards Board 
For comment from persons interested in auditing and reporting 
Comments should be received by August 15, 1990, and addressed to 
Mark S. Beasley, Technical Manager, AICPA Auditing Standards Division, File 2347 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 1 0 0 3 6 - 8 7 7 5 
GDDS77 
SUMMARY 
Why Issued 
Pursuant to the Securities Exchange Act of 1934, certain entities are required to file periodic interim 
financial information with the Securities and Exchange Commission or another specified regulatory 
agency. This interim financial information, which is available to the public, is not required to be timely 
reviewed by an independent auditor. These entities are also required to notify the appropriate regulatory 
agency about a change of auditor, which provides public information about the identity of the auditors 
of these entities' annual financial statements. In recognition of these unique filing requirements, this 
proposed Statement establishes requirements for communications to management and, in certain situa-
tions, to audit committees concerning certain matters involving interim financial information filed or to 
be filed with specified regulatory agencies. 
What It Does 
This proposed Statement— 
• Applies only to auditors of entities that file interim financial information with the Securities and 
Exchange Commission or another specified regulatory agency pursuant to the Securities Exchange 
Act of 1934. 
• Requires the auditor to communicate with management as soon as practicable when he or she has 
given substantive attention to the accounting for, or financial reporting of, specific events or transac-
tions of the entity and, as a result of that attention, becomes aware of information that causes him or 
her to believe that interim financial information is probably materially misstated. 
• Requires the auditor to communicate the above matter to the audit committee if management does 
not respond appropriately within a reasonable period of time. 
• Requires the auditor to consider whether to serve, or continue to serve, as the entity's auditor if the 
audit committee does not respond appropriately within a reasonable period of time. 
How It Differs From Existing Standards 
This proposed Statement does not amend or supersede an existing statement on auditing standards. 
This exposure draft has been sent to — 
• Practice offices of CPA firms. 
• Members of AICPA Council and technical committees. 
• State society and chapter presidents, directors, and committee 
chairmen. 
• Organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities. 
• Persons who have requested copies. 
AICPA American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York,NY 10036-8775 
(212) 575-6200 Telex: 70-3396 
Telecopier (212) 575-3846 
June 15, 1990 
Accompanying this letter is an exposure draft of a proposed statement on auditing standards titled 
Communication of Matters About Interim Financial Information Filed Or To Be Filed With Specified 
Regulatory Agencies. 
The proposed Statement responds to concerns of the Securities and Exchange Commission (SEC) that 
auditors should communicate information about certain matters affecting interim financial informa-
tion filed with the SEC pursuant to the Securities and Exchange Act of 1934. Entities subject to this act 
are required to file periodic interim financial information with the SEC or another specified regulatory 
agency. There are no requirements for timely review of and reporting on this interim financial informa-
tion by the auditor. In addition, such entities are required to notify the appropriate agency of a change 
of auditor. In recognition of these unique public filing requirements of entities subject to this act, the 
Auditing Standards Board believes that the communication responsibilities contained in this proposed 
Statement are appropriate for auditors of these entities, even though they go beyond existing profes-
sional and legal standards. 
This proposed Statement provides guidance when, as a result of devoting substantive attention to a 
matter, the auditor believes that interim financial information filed or to be filed with the SEC or 
another specified regulatory agency is probably materially misstated. The responsibility is limited to 
situations in which the auditor has given substantive attention to the accounting for, or financial reporting 
of, specific events or transactions and knows or believes that the interim financial information is 
materially misstated as a result of a departure in the application of generally accepted accounting prin-
ciples to the events or transactions. 
The communication responsibilities established by this proposed Statement include (a) discussion of the 
matter with the appropriate level of management as soon as practicable and (b) communication with the 
entity's audit committee if management does not respond appropriately within a reasonable period of 
time. If the audit committee does not respond appropriately within a reasonable period of time to the 
communication, the proposed Statement requires the auditor to consider whether to serve, or continue 
to serve, as the entity's auditor. 
Comments or suggestions concerning any aspect of this exposure draft will be appreciated. The Auditing 
Standards Board's consideration of responses will be simplified if the comments refer to specific para-
graphs and include supporting reasons for each comment or suggestion. 
In developing guidance, the Auditing Standards Board considers the relationship between the cost 
imposed and the benefits reasonably expected to be derived. Thus, the Board would particularly appreciate 
comments on this matter. 
Written comments on the exposure draft will become part of the public record of the Auditing Standards 
Division and will be available for public inspection at the offices of the AICPA after September 15, 1990, 
for one year. Responses should be sent to the Auditing Standards Division, File 2347, in time to be 
received by August 15, 1990. For convenience in responding, a perforated response form is attached. 
Sincerely, 
Donald L. Neebes 
Chairman 
Auditing Standards Board V i c e P r e s i d e n t 
Auditing 
PROPOSED STATEMENT ON AUDITING STANDARDS 
COMMUNICATION OF MATTERS ABOUT INTERIM FINANCIAL INFORMATION 
FILED OR TO BE FILED WITH SPECIFIED REGULATORY AGENCIES1 
1. This Statement establishes 
requirements for communications to 
management and, in certain situations, 
to audit committees2 about certain 
matters involving interim financial 
information3 filed or to be filed with 
specified regulatory agencies. For 
purposes of this Statement, specified 
regulatory agencies are the Securities 
and Exchange Commission and the 
following agencies with which an 
entity files periodic reports pursuant to 
the Securities Exchange Act of 1934: 
Comptroller of the Currency, Federal 
Deposit Insurance Corporation, Fed-
eral Reserve System, and Office of 
Thrift Supervision. Pursuant to the 
Securities Exchange Act of 1934, 
these agencies require that entities 
subject to their jurisdiction file peri-
odic interim financial information 
with such agencies and notify them 
when there is a change of auditor. This 
information is available to the public. 
2. This Statement applies only to 
an auditor— 
a. Whose report accompanied the 
entity's most recent audited finan-
1This Statement amends SAS No. 36, Review of 
Interim Financial Information (AICPA, Profes-
sional Standards, vol. 1, AU sec. 722.31), by 
substituting the following sentences for the 
first sentence of paragraph .31: 
When performing procedures in accor-
dance with this statement, the accountant 
may become aware of matters that cause 
him or her to believe that interim financial 
information filed or to be filed with specified 
regulatory agencies is not in conformity with 
generally accepted accounting principles. 
In such circumstances, he or she should 
refer to the guidance in AU sec , 
Communication of Matters About Interim 
Financial Information Filed Or To Be Filed 
With Specified Regulatory Agencies (AICPA, 
Professional Standards, vol. 1). 
2
 When an entity does not have an audit com-
mittee, the communications to audit commit-
tees required by this Statement are made to 
the board of directors or its equivalent. 
3
 Interim financial information consists of 
interim financial statements and summarized 
or condensed interim financial data that pur-
port to conform with the provisions of 
Accounting Principles Board Opinion No. 28 
(AC section 173), as amended. 
cial statements filed with a speci-
fied regulatory agency, and who 
has not resigned, declined to stand 
for reelection, or been dismissed, 
as stated in a document filed by 
the entity with such agency, or 
b. Who has been engaged to audit 
the entity's financial statements, as 
stated in a document filed by the 
entity with such agency subse-
quent to the most recent audited 
financial statements filed with 
such agency. 
This Statement does not apply to the 
auditor of an entity that does not file 
interim financial information with 
any of the specified regulatory agen-
cies named in paragraph 1 of this 
Statement. 
3. This Statement establishes 
requirements for the auditor who— 
a. Has given substantive attention to 
the accounting for, or financial 
reporting of, specific significant 
events or transactions of the entity 
and, 
b. As a result of that attention, 
becomes aware of matters that 
cause him or her to believe that 
interim financial information, 
filed or to be filed with a specified 
regulatory agency, is probably 
materially misstated as a result of a 
departure in the application of 
generally accepted accounting 
principles to the specific signifi-
cant events or transactions.4 
Substantive attention to such matters 
might be given in situations when the 
auditor— 
• Consults with the entity on the 
application of generally accepted 
accounting principles to specific 
significant events or transactions. 
4If the auditor has reported on the interim 
financial information in accordance with SAS 
No. 36, Review of Interim Financial Informa-
tion (AICPA, Professional Standards, vol. 1, AU 
sec. 722), he or she should also refer to para-
graph .31 of AU sec. 722. 
• Performs procedures on interim 
financial information, including 
procedures for a review in accor-
dance with SAS No. 36, Review of 
Interim Financial Information. 
• Performs procedures for the audit 
of the annual financial statements, 
including consideration of the 
effects of year-end adjustments 
that are material to the results of 
the entity's fourth quarter. 
Giving preliminary consideration to a 
matter does not constitute substan-
tive attention to specific significant 
events or transactions. 
4. When the auditor becomes 
aware of matters as described in para-
graph 3, he or she should discuss the 
matters with the appropriate level of 
management as soon as practicable. 
5. If, in the auditor's judgment, 
management does not respond 
appropriately to the auditor's com-
munication within a reasonable 
period of time, the auditor should 
inform the audit committee of the 
matters as soon as practicable. This 
communication may be oral or written. 
If information is communicated 
orally, the auditor should document 
the communication in appropriate 
memoranda or notations in the work-
ing papers. 
6. If, in the auditor's judgment, 
the audit committee does not 
respond appropriately to the auditor's 
communication within a reasonable 
period of time, the auditor should 
evaluate whether to remain as the 
entity's auditor or stand for reelection 
to audit the entity's financial state-
ments. The auditor may wish to con-
sult with his or her attorney when 
making that evaluation. 
Effective Date 
7. This Statement is effective for 
interim financial information filed or 
to be filed with a specified regulatory 
agency for interim periods ending 
after 
5 
